Allied  Stores  Corporation  Annual  Report  -  1983 

America's  Corporate  Foundation;  1983;  ProQuest  Historical  Annual  Reports 
Pg-  0-1 


ALLIED  STOLLS  CORPORATION  1983  ANNUAL  REPORT 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


THE  COMPANY- 


CONTENTS 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


financial  iik;iii.k;in- 


Dollar?  in  million?  except  per  ?linro  amount? 

1983 

1982 

1981 

1980 

1979 

OPERATING  RIESI'LTS 

Not  sales 

$  3,676 

S  3,2 1 6 

$2,733 

$2,268 

&12 1 0 

Net  earnings 

128 

91 

88 

83 

89 

PIER  OF  COMMON  STOCK 

Net  earnings-primary 

$  6.15 

$  4.41 

$  4.38 

$  4.08 

$  4.36 

Net  earnings— fullv  diluted 

5.61 

4.33 

4.35 

4.05 

4.31 

Dividends  paid 

1.85 

1.80 

1 .75 

1 .70 

1.55 

Lqu  i tv  at  year  end 

4-6.00 

4 1 .68 

39.45 

36.89 

34.2.2 

FINANCIAL  POSITION 

Working  capital 

5  770 

$  718 

$  476 

$  571 

$  505 

lotal  agSSts 

2,530 

2,283 

2, 1 79 

1 ,6.20 

i  .487 

Short-term  notes  payable 

99 

33 

230 

- 

- 

Long-term  debt 

756 

791 

605 

4m 

387 

Stockholders  equity 

964 

868 

798 

743 

702 

RATIOS 

Net  earnings  to  net  sales 

3.49’d 

2.82'ki 

3.23",, 

3.68",, 

4.03",, 

Return  on  stockholders’  equity 
at  beginning  of  year 

l4.8°o 

1  1.4'k, 

1  1.9k, 

1  1.9k, 

1  3.9k, 

Capitalization 

Long-term  deist 

44.0k) 

47.7'ki 

43.  LN, 

38. 1  % 

35.5",) 

Stockholders’  equity 

56.0k, 

52.3'k, 

56.9kfc 

6 1 .9k, 

64.5"„ 

STORIES 

Number  at  vearend 

570 

533 

512 

226 

216 

Cross  square  feet  m  thousands 

37,102 

36,386 

36,29 1 

29,692 

30,055 

Includes  results  of  Garfinchel,  Brooks  Brother 

s,  Miller  C  Rhoads,  Inc.  si. k 

:c  acquisition  duri 

ng  September  1981. 
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TO  Ol  'R  STOCKIIOLPFRS 


ds  in  sales  and  earnings  for  Allied  Shire? 
Corporation  a?  our  business  benefited  from  tlie  resurgence  in  economic  activity 
during  tlie  year  and  from  tlie  success  of  our  merchandising  efforts. 

Sale?  for  tlie  1983  fiscal  year  were  8  3.7  billion,  an  increase  of  I4.3(!n  from  tlie 
83.2  billion  in  1982. On  a  comparable  store  basis,  tlie  gain  was  I  1.4'Ki.  Willi 
sales  well  in  excess  ol  planned  levels  and  expenses  and  inventories  under  very  good 
control,  profit?  were  up  strongly  throughout  the  year.  Also  contributing  to 
the  increase  in  earnings  was  a  84-. 3  million  decline  in  net  interest  expense  in  1983, 
primarily  as  a  resu  ll  of  favorable  long-term  financing  during  1982.  Net 
earnings  increas  ed  4l.7‘!i)  to  81  28.5  million,  compared  with  890.7  million  earned 
a  year  ago,  and  primary  earnings  per  share  were  equal  to  86.15  versus  84.41  in 
1 982.  On  a  fully  diluted  basis,  earnings  per  share  were  85.61  and  84. 33  m  tlie 

I  be  improvement  in  earnings  was  shared  with  our  stockholders  as  the  Board 
of  Directors  in  October  increased  the  dividend  to  an  annual  rale  of  82.00 
per  share.  I  he  lirsl  quarterly  payment  at  this  new  rale  was  made  in  January  1984. 

I  his  dividend  increase,  the  1 2th  since  1975,  reflects  our  policy  of  raisins;  our 
dividend  as  earnings  improve. 

I  am  particularly  pleased  with  our  1983  performance  because  it  reaffirms  my 
belief  that  yourCompany  has  been  structured  for  growth.  An  excellent 
balance  lias  been  developed  with  strong  department  store  divisions  in  bey  markets 
around  the  country  and  with  attractive  specially  store  operations,  and  this 
contributed  to  your  Company’s  success  in  198  3.  Allied’s  strategy  of  developing 
stronger  merchandise  presentations  in  the  upper-moderate  and  better  apparel 
classifications  with  a  strong  fashion  orientation  and  of  upgrading  our  borne 
lurnishings  business  was  also  an  important  factor  m  our  excellent  results.  I  bis 
increased  focus  on  upscale  fashion  departments  is  the  foundation  of  our 
marketing  strategy  for  the  1980’s. 

Powerful  demographic  and  lifestyle  trends  now  underway  will  have  an  important 
influence  on  retailing  in  the  years  ahead.  1 1  is  clear  that  spending  patterns  will  be 
changing  in  response  to  such  factors  as  the  maturing  of  the  population,  the 
increasing  number  of  women  in  the  work  force  and  the  affluence  of  the  rising 
number  of  two-career  households.  \our  Company  is  well  positioned  to  benefit 
from  these  market  forces. 
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Wj  continued  to  add  to  our  store  base  in  1983,  opening  nine  new  department 
stores.  They  are  Jordan  Marsh  stores  in  Newington,  New  Hampshire  and 
Hanover,  Massachusetts;  a  Read’s  in  Yorhtown  Heights,  New  York;  a  Sterns  in 
Southhampton,  New  York;  a  Pomeroy’s  in  Frachville,  Pennsyl  vania  replacing 
an  outdated  unit  in  Pottsville,  Pennsylvania;  a  J  ordan  Marsh  in  Melbourne, 
Florida;  a  Miller’s  in  Maryville,  Tennessee;  a  Joshes  in  Harris  County,  Texas;  and 
a  Bon  in  Casper,  Wyoming.  In  the  specialty  store  area,  a  Bonwit  Ieller  store 
was  added  in  Palm  Desert,  California.  In  addition,  four  Brooks  Brothers  stores, 
nine  Ann  Taylors,  one  Plymouth  Shop  and  23  Catherine’s  and  Plus-Size 
stores  were  opened.  Two  department  stores  (a  Joshes  in  Arlington,  lexas  and  a 
Iroutman’s  in  Connellsville,  Pennsylvania),  a  Flarzfeld’s  in  Kansas  City,  Missouri, 
and  six  Catherine’s  were  closed.  On  a  net  basis,  716,000  square  feet  of  space  were 
added  in  1983. 

Plans  for  1984-  call  for  the  net  addition  of  459,000  square  feet  of  space.  This 
represents  primarily  four  new  department  stores  — a  Jordan  Marsh  in  Witerford, 
Connecticut;  a  Millers  in  Knoxville,  lennessee;  and  Bon  units  in  Seattle, 
Washington  and  Idaho  Falls,  Idaho,  the  latter  a  replacement  store.  In  addition  to 
the  department  stores,  two  Brooks  Brothers,  five  Ann  Taylors,  three  Plymouth 
Shops  and  I  3  Catherine’s  and  Plus-Size  stores  are  planned.  Another  Harzfeld’s 
store  in  Kansas  City,  Missouri  was  closed  early  this  year. 

There  is  growing  con  fidence  that  the  upward  trend  in  the  economy  will  continue 
in  1984.  Our  strategic  positioning,  not  only  with  respect  to  fashion  merchandising 
hut  also  to  our  commitment  to  both  department  store  and  specialty  store 
retailing,  s  hould  enable  Allied  to  have  another  strong  year  in  1984. 

Our  accomplishments  in  1983  would  not  have  been  possible  without  the 
dedication  of  our  employees,  the  patronage  and  loyalty  of  our  customers,  the 
cooperation  of  our  vendors,  the  support  of  our  stockholders  and  the  wise  guidance 
of  our  Board  of  Directors.  For  this,  we  are  most  appreciative.  We  are  confident 
that  the  strateg  ic  programs  your  management  is  committed  to  will  result  in 
continued  growth  for  Allied  in  the  years  ahead. 


Respectfully  submitted, 


"V**  'Nyy. 


President  and  Chief  Executive  Officer 
April  24,  1984 
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OCR  $TORI«  CARRY  A  FI’I.L  RAN'Gl:  OF  Cl  IILDRLN'S  DFFIGNFR  CLOTHING, 

OCR  toy  DLPARTMFNT:?  IEMPI IA0IZIZ  I'NIOI'L,  IMAGINATIVE  ITEM?  OFi'LN  LOI'N'D  only  in  an 
ALL  1 1 : 1 )  FTORIL  AND  OCR  IIO.ML  ELECTRONICS  DEPARTMENT:?  OFI-IER  SPECIALIZED  ASSORTMENTS  OF  STEREOS, 
VIDEO  LOI'IPMFNT  AND  TELEPI  lONES  THAT  ARE  SPECIFICALLY  YOITI  l-ORIFNTFD. 
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American  lifestyles  in  tlie  1980s  will  center  in  and  around 
tlie  liome,  wlietlier  tliat  liome  is  in  an  urlian,  suburban 
or  rural  setting.  Todays  Americans  are  viewing  tlieir  liomcs 
as  tlie  focal  point  of  entertainment  and  recreation.  Relaxa¬ 
tion  in  a  carefully  created  liome  environment  is  viewed 
lay  many  people  as  an  antidote  to  tlie  sometimes  liectic  pace  of  career  pursuit. 

In  1984,  American  consumers  will  spend  some  $67  billion  on  products  tliat 
facilitate  tlie  creation  of  tlieir  special  at-liome  lifestyles.  Turtliermore,  several 
recent  consumer  research  studies  have  shown  that  consumers  will  continue  their 
quest  for  better  and  more  convenient  amenities  for  the  home.  I  hey  are  spending 
more  money  in  the  home,  not  only  for  pleasure  hut  to  live  in  a  home  environment 
that  represents  their  lifestyle. 

I  he  increasing  number  of  two-career  families  poses  a  special  problem  for  home 
furnishings  retailing— delivery.  Responding  to  customer  needs,  many  of  our  stores 
have  extended  their  hours  for  evening  and  Saturday  delivery. 

Lifestyles  geared  toward  the  home  have  also  fostered  many  new  interests  on  the 
part  of  the  American  consumer  such  as  the  preparation  and  serving  of  gourmet 
meals  at  home  and  the  dressing  up  for  special  in-home  functions.  I  his  emphasis 
on  fashionable  home  entertainment  extends  to  attire,  and 
our  department  and  specialty  stores  have  placed  greater 
emphasis  on  special-occasion  dressing.  I  hese  new 
interests  offer  outstanding  growth  opportunities  for 
Allied  Stores. 
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The  demographic  composition  of  the  population,  with  an 
increase  in  the  number  of  the  very  young  and  those  over 
age  55,  and  the  increasing  participation  of  women,  espe¬ 
cially  wives,  in  the  labor  force  will  contribute  importantly 
to  lifestyle  changes  in  the  1980’s. 

While  there  is  a  growing  number  of  affluent,  upscale  consumers  absorbed  by  a 
lifestyle  committed  to  the  finest  things  in  life,  renewed  re  spect  for  human  relation¬ 
ships  and  the  family  and  a  bach-to-basics  attitude  is  also  emerging.  The  home  is 
becoming  more  of  a  center  of  activity  and  interaction  as  seen  in  work-at-home, 
shop-at-home  and  enlertain-at-home  trends.  The  home  tabes  on  a  personality 
with  specific  decorating  themes. 

In  the  kitchen,  the  health  consciousnfrgfeof  the  American  public  has  spurred  a 
re-evaluation  not  only  of  eating  habits  but  of  approaches  to  food  preparation.  I  his 
has  implications  for  the  growth  of  special  cookware  and  appliances.  Recognizing 
the  kitchen  as  a  focal  point  for  young  and  old,  Allied 
has  taken  this  new  consumer  emphasis  and  translated 
it  into  a  merchandising  strategy  that  has  contributed  to 
the  strong  sales  performance  of  our  housewares 
departments. 
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MANAGEMENT'S  DISCI  'SSION  AND  FINANCIAL  REVIEW' 


operating  rivi  riv 

The  improvement  in  consumer  spending  patterns  that  began 
during  the  fall  of  19S2  continued  during  the  1983  fiscal  year. 
Net  sales  for  the  fiscal  year  ended  January  28,  1984  increased 
14.3%  to  §3.68  billion  from  $3.22  billion  in  the  year  ended 
January  29, 1983.  On  a  Com  para  hie  store  basis,  the  1983 
sales  increase  was  1 1 .4lli>.  Sales  in  1 982  were  1  7.7%  higher  than 
the  prior  year  which  included  the  operations  of  Garfinchel, 
Brooks  Brothers,  Miller  &  Rhoads,  Inc.  from  September 
1981 ,  the  time  of  its  acquisition.  Excluding  the  sales  of  the 
Garfinchel  operations,  those  of  Allied  alone  increased 
5.7%  in  1982.  On  a  comparable  store  basis,  the  1982  sales 
increase  was  3.1%.  Included  in  the  reported  sales  of  the  Cor¬ 
poration  are  the  sales  of  leased  departments,  amounting  to 
$276.0  million  in  1983  and  $238.0  and  $1  S7.4  million  in 
1982  and  1981,  respectively. 

The  strong  sales  performance,  coupled  with  sound  inven¬ 
tory  and  expense  controls,  resulted  in  record  net  earnings  of 
$128.5  million  for  the  year  1983,  an  increase  of  41 .7%  over 
the $90.7  million  earned  in  1982.  Net  earnings  in  1982, 
which  included  a  $3.6  million  non-taxahle  gain  realized 
through  an  exchange  of  stock  for  debt,  were  2.6%  higher  than 
the  earnings  of  the  Corporation  in  1981 .  Net  earnings  as  a 
percent  of  net  sales  increased  to  3.49%  from  2.62%  m  1982 
and  3.23%  in  1981. 

Cost  of  goods  sold,  including  buying  and  occupancy 
costs,  were  67.7%  of  sales  in  1983,  compared  with  68.7%  and 
67.9%  in  1982  and  1981,  respectively.  This  reduction  in  1983 
was  attributable  to  improved  merchandise  margins  and  a 
reduction  in  the  ratio  of  buying  and  occupancy  costs  to  sales. 


The  relat  ionship  of  selling,  general  and  administrative 
expenses  to  sales  was  24.1%  in  1983,  24,6 %  in  1982  and 
25. 1%  in  1981.  I  his  continued  improvement  is  reflective  of 
management's  business  practices  with  respect  to  controlling 
these  expenses. 

Net  interest  expense  for  1 983  was  2.3%  of  sales  as  com¬ 
pared  with  2.8%  in  1982  and  2.1%  in  1981.  Net  interest 
expense  amounted  to  $86.0  million  in  1983,  a  $4.3  million 
reduction  from  the $90.3  million  in  1982.  Excluding  interest 
costs  capitalized  on  new  construction,  interest  expense 
decreased  $5.3  million  in  1 983.  This  decrease  was  primarily 
the  result  of  favorable  long-term  financings  during  1982  and 
a  reduction  in  short-term  interest  rates  during  1983  from 
the  higher  levels  that  prevailed  in  the  first  half  of  1982.  I  he 
1981  interest  expense  of  $58.3  million  was  significantly 
lower  than  in  1982  and  1983  since  the  interest  costs  asso¬ 
ciated  with  the  Garfinchel  acquisition  were  included  in  inter¬ 
est  expense  only  from  the  time  of  such  acquisition  during 
September  1981. 

I  he  effective  income  tax  rate  for  1983  was  46.9%,  com¬ 
pared  with  43.2%  and  43.9%  in  1982  and  1981,  respectively. 

I  he  increase  in  1983  was  due  primarily  to  a  reduction  in  the 
investment  tax  credit  as  a  percent  of  earnings  before  income 
taxes,  higher  state  and  local  income  taxes,  and  the  inclusion 
in  1 982  earnings  of  a  $3.6  million  non-taxahle  gain  from 
the  exchange  of  stock  for  debt.  I  he  investment  tax  credit  was 
$5.5  million  in  1983,  compared  with  $6.0  million  in  1982 
and  $7.0  million  in  1981  and  was  at  the  rate  of  8%  in  1983 
as  compared  with  10%  in  the  prior  two  years. 

During  1983,  the  Corporation  and  its  affiliated  founda¬ 
tion  made  charitable  contributions  of  approximately 
$1.6  million. 
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All  led  Stores  Corporation  and  Cuibsidiaries 


PIN  ANCI  Al.  CON  DPI  ION 

Cash  flow  from  operations  during  1983  was  a  record 
$225.5  million,  an  increase  of  28.2%  over  tine  prior  year’s 
$175.9  million.  I  his  internal  cash  flow  was  sufficient  to 
meet  a  substantial  portion  of  tine  Corporations  working 
capital  needs  and  capital  expenditure  requirements.  The  cur¬ 
rent  ratio  remained  strong  at  2.04  to  I  as  compared  witli  2.26 
to  1  in  1982,  and  net  current  assets  increased$52  million  to 
$770  million  at  January  28,  1984,  tine  highest  in  the  history 
of  the  Corporation.  I  n  addition,  long-term  debt  as  a  percent¬ 
age  of  long-term  debt  and  stockholders’  equity  declined  to 
44.0%  in  1 983  from  47.7'!',,  in  1 982.  The  percentage  of  total 
debt,  which  also  includes  short-term  notes  payable  and 
current  maturities  of  long-term  debt,  to  total  debt  and  stock¬ 
holders’  equity  was  48.0%  in  1983  compared  with  49.3%  at 
the  end  of  the  prior  year. 

Total  assets  at  January  28,  1984  were  $2.5  billion,  the 
highest  in  the  Corporation’s  history.  I  he  major  components 
were  customer  receivables  of  $912  million,  merchandise 
inventories  of  $543  million  and  $947  million  of  property 
and  equipment. 

Net  customer  receivables  increased  $1  37  million  over  the 
prior  year  balance  due  to  increased  charge  sales.  1  he  percent 
of  sales  made  on  credit  was  65.6%  of  total  sales  in  1 983, 
compared  with  63.8%  and  61.9t!i,  in  1982  and  1981,  respec¬ 


tively.  1  he  quality  and  estimated  collectibility  of  accounts 
receivable  has  remained  favorable  as  reflected  by  the  allow¬ 
ance  for  doubtful  accounts  which  was  1.73%  of  customer 
receivables  at  yearend,  versus  1.74%  in  1982  and  1.97%  in 
1981.  The  net  provision  for  doubtful  accounts  in  dollars 
and  as  a  percent  of  credit  sales  was  as  follows:  1 98 3— $  1 9-2 

million  (.74(!'„);  I982-$17.8  million  (.81%);  1981 -$12.0 
million  (.70%). 

Merchandise  inventories  were  $543  million  at  January  28, 
1984,  compared  with  $467  million  at  the  end  of  the  prior 
year.  Inventories  are  considered  to  be  at  a  satisfactory  level 
relative  to  planned  sales.  Inventory  shrinkage  was  1.7%  of 
sales  in  1983,  compared  with  1.9%  and  2.1%  in  1982  and 
1981,  respectively. 

The  Corporation’s  plans  indicate  that  capital  expenditures 
for  the  years  1984-1988  will  require  an  investment  of  approx¬ 
imately  $550  million.  A  significant  portion  of  this  program 
will  be  financed  with  internally  generated  funds. 

Stockholders’  equity  was  $964  million  a!  January  28, 

1984,  the  highest  in  the  Corporation’s  history,  and  was  equal 
to  $46.00  per  share. 

A  presentation  and  discussion  of  the  impact  of  inflation 
on  the  Corporation’s  results  and  financial  condition  is  set 
forth  on  page  23  of  this  report. 
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QUARTERLY  FINANCIAL  INFORMATION  (Unaudited) 


Allied  Stores Gttrporation  and  Subsidiaries 


Dollars  in  ll  lousands  except  per  sliare  amounts 


Per  Share 

of  Common 

Stock 

Sold,  Buying  (9 

Fully 

Market  Price* 

Occupancy 

Net 

Primary 

Diluted 

Dividends 

- - - 

Quarter 

Net  Sales 

Costs 

Earnings 

Earnings 

Earmngs 

nigh 

Low 

52  weeks  ended 

January  28,  1984 

First 

$  761,537 

o27,/4I 

8  13,089 

8  .63 

8  .61 

8  .45 

847 '4 

835 

Second 

799,010 

550,738 

16,087 

.77 

.74 

.45 

56'  ’. 

44 'A 

Third 

883,303 

605,584 

19,182 

.92 

.86 

.45 

529 

459 

Fourth 

1,232,023 

805,462 

80, 1 1  3 

3.82 

3.39 

.50 

55 

44’  s 

TOTAL  FOR  YEAR 

83,675,873 

8.2,489,525 

8128,471 

86. 1 5 

85.61 

81.85 

52  weeks  ended 

January  29, 1983 

First 

$  669,733 

8  465,473 

5  2,369 

8  .12 

8.12 

8  .45 

8319 

824  x 

Second 

685,885 

478,012 

5,093 

.25 

.25 

.45 

3  IT 

26 1 1 

Third 

780,173 

539,243 

12,653 

.61 

.61 

.45 

35' i 

229s 

Fourth 

1,079,843 

725,759 

70,544 

3.39 

3.05 

.45 

399 

329 

TOTAL  FOR  YEAR 

83,215,634 

82,208,487 

8  90,659 

84.41 

84.33 

81.80 

learnings  per  sliare  of  Common  Stock  is  computed  separately  for 
eacli  period.  I  lie  sum  of  the  1982  quarterly  fully  diluted  earnings 
per  share  differs  from  the  total  for  the  year  due  to  the  issuance  of 
convertible  debentures  in  November  1982. 


1  he  Common  Stock  is  listed  on  the  New  V>rh  Stock  [exchange 
(Symbol  ALS)  with  unlisted  trading  privileges  on  other  exchanges 
through  the  Intermarket  Irading  System.  As  of  March  30, 1984, 
there  were  20,006  holders  of  record  of  this  stock. 
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COXSOI.IDAI  lil)  SI, VI  I'.MEX'I  OE  EA  k’XIXVo  AXI)  R I :  I A I X I :  I )  EAk'XIXVo  Allied  Stores  Corporation  and  Subside 


Dollars  in  thousands  except  per  share  amounts 

52  \Xleks  Ended 
January  28,  1984 

52  Weeks  Ended 
January  29,  1983 

52  \Xeehs  Ended 
January  30,  1982 

NET  SALES,  including  leased  departments 

REVENI IES  OF  REAL  ESTATE  OPERATIONS 

$3,675,873 

29,199 

$3,215,634 

30,363 

$2,732,697 

25,010 

3,705,072 

3,245,997 

2,757,707 

COSTS  AND  EXPENSES 

Cost  of  goods  sold,  including  buying  and  occupancy  costs 
Selling,  general  and  administrative  expenses 

Interest  expense,  net 

Gain  on  exchange  of  stock  for  debt 

2,489,525 

887,527 

85,974 

2,208,487 

791,181 

90,322 

(3,602) 

1,856,578 

685,203 

58,344 

3,463,026 

3,086,388 

2,600,125 

EARNINGS  BEFORE  INCOME  TAXES 

INCOMETAXES 

242,046 

1 1  3,575 

159,609 

68,950 

157,582 

69,250 

NET  EARNINGS 

128,471 

90,659 

88,332 

RETAINED  EARNINGS  AT  BEGINNING  OF  YEAR 

658,871 

605,271 

552,324 

787,342 

695,930 

640,656 

CASH  DIVIDENDS 

Cumulative  Preferred  Stock-$4.00  per  share 

Common  Stock 

93 

38,610 

97 

36,962 

105 

35,280 

38,703 

37,059 

35,385 

RETAINED  EARNINGS  AT  END  OF  YEAR 

$  748,639 

$  65S,871 

$  605,271 

EARNINGS  PER  SHARE  OF  COMMON  STOCK 

Primary 

Fully  diluted 

86.15 

5.61 

$4.41 

4.33 

$4.38 

4.35 

DIVIDENDS  PER  SHARE  OF  COMMON  STOCK 

$1.85 

$1.80 

$1.75 

AVERAGE  COMMON  SHARES  OUTSTANDING 

Primary 

Fully  diluted 

20,879,060 

24,043,335 

20,549,S2S 

21,312,352 

20,160,612 

20,300,065 

e  nogpo  consolidated  financial  statements  on  paces  20  to  24. 
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COXSOI.IDATFI)  MALAWI;  SI  IIZI£T 


Allied  Stores  Corporation  and  Subsidiaries 


Dollars  in  thousands  except  per  slum*  amounts 

January  28,  1084 

January  20,  1083 

CI'RRPNT  ASSISTS 

Cash 

$  1  1 ,067 

$  1  3, 1 65 

Accou  n  ts  recei  va  Me 

Customers 

0 1  1 ,674 

774,525 

Suppliers  and  others 

28,828 

1 9,7 1 8 

Merchandise  inventories 

54  3,250 

466,678 

Prepaid  expenses 

16,34  3 

15,575 

TOTAL  Cl  'RRPNT  ASSPTS 

1 ,5 1 2,07 1 

1 ,289,66 1 

PRCPPRTY  AND  PCI 'IPMPNT 

046,884 

924,043 

OTI  I  PR  ASSPT5 

7 1 ,420 

69,548 

$2,530,375 

$2,283,252 

LIABILIT1PS  AND  5TOCKI IOLDPRS'  POLITY 

CI’RRPNT  LI AlillJTILS 

Notes  payable 

S  08,650 

$  33,000 

Accounts  payable 

282,765 

250,958 

Accrued  expenses 

1  27,527 

101,571 

Iaxes,  other  than  federal  income  taxes 

40,385 

41,640 

Federal  income  taxes 

Current 

26,514 

21,449 

Deferred 

122,438 

103,029 

Current  maturities  of  lousi-term  debt 

34,680 

20, 1 .25 

TOTAL  CI’RRPNT  LIABILITIPS 

74 1 ,059 

57 1 ,772 

LONG-TPRM  DPBT 

Senior 

631,121 

665,324 

Convertible  subordinated 

1  25,007 

1 .26,0 1  3 

dli:lrri-:d  pl.dlral  incomp  taxps 

68,008 

52,299 

STOCKI IOLDPRC  POLITY 

Common  Stocb,  no  par  value;  authorized  ■50,000,000  shares; 

on  tstandi  ncj  (amiiu  nt  fixed  at  S 1 .00  per  share) 

20,963 

20,82 1 

Additional  paid-in  capital 

194,678 

188, 152 

Retained  earnings 

748,639 

658,87 1 

STOCKIIOLDPRC  POLITY 

964,280 

867,844 

$.2,530,375 

$2,283,252 

c  notes  to  eonsolidalcd  financial  statements  on  pa^es  20  to  14. 
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CONSOLIDATED  S TATEMENT  OF  Cl  1  ANDES  IX 

FINANCIAL  POSITION 

Allied  Stores  Corporat 

ion  and  Subsidiaries 

52  Weks  Ended 

52  Weeks  Ended 

52  Wicks  Ended 

Dollars  in  thousands 

January  28,  1984 

January  29,  1983 

January  30,  1982 

CASH  PROVIDED  FROM  OPERATIONS 

Net  earnings 

$128,471 

$  90,659 

$  88,332 

Depreciation  and  amortization 

81,273 

73,602 

51,161 

Increase  in  deferred  federal  income  taxes 

1 5,709 

1  1,622 

1 5,536 

TOTAL 

.225,453 

175,883 

155,029 

OTHER  USES  (SOURCES)  OF  CASH 

Dividends  paid 

38,703 

37,059 

35,385 

Investment  in  property  and  equipment 

103,068 

97,800 

130,505 

Disposition  of  property  and  equipment 

(5,379) 

(3,456) 

(3,983) 

Increase  (decrease)  in  other  assets 

4,128 

2,051 

(399) 

Acquisition  (net  of  working  capital  of  $55,822) 

Property  and  equipment 

- 

- 

178,757 

Long-term  debt  assumed 

_ 

- 

(60,279) 

Other  assets,  net 

- 

- 

59,462 

\X6rking  capital 

Accounts  receivable 

146,259 

66,949 

173,830 

Merchandise  inventories 

76,581 

21,526 

156,994 

Prepaid  expenses 

768 

(4,975) 

7,093 

Accounts  payable  and  accrued  expenses 

(57,763) 

(23,140) 

(74,018) 

Taxes,  other  than  federal  income  taxes 

( /,745) 

(5,856) 

(2,606) 

Federal  income  taxes 

(24,474) 

(17,603) 

(30,288) 

TOTAL 

274,146 

170,355 

570,453 

INCREASE  (DECREASE)  IN  CASH  BEFORE 

FINANCING  TRANSACTIONS 

(48,693) 

5,528 

(415,424) 

FINANCING  TRANSACTIONS 

New'  long-term  debt 

12,422 

226,223 

125,843 

Reduction  in  long-term  debt 

(51,752) 

(42,521) 

(39,257) 

Increase  (decrease)  in  short-term  debt 

80,205 

(210,461) 

234,900 

Common  stock  issued,  net 

6,620 

16,222 

1,898 

TOTAL 

47,495 

(10,537) 

323,384 

INCREASE  (DECREASE)  IN  CASH  AND  EQUIVALENTS 

$  (U9S) 

$  (5,009) 

$(92,040) 

Sec  notes  to  consolidated  financial  statements  on  pages  20  to  24. 
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MOTES  TO  CONSOLIDATED  I:I\'A,\V IAL  STATEMENTS 


Dollars  in  thousands  except  as  otherwise  indicateJ 


111  '$1X1:$$ 

Allied  Stores  Corporation,  a  leading  retailing  organization, 
operates  570  stores  throughout  the  United  States  which  sell 
a  wide  range  of  merchandise,  including  men’s,  women’s  and 
children’s  apparel,  cosmetics,  home  furnishings  and  other 
consumer  needs. 

significant  Accorxnxo  policies 

Principles  of  Consolidation:  The  consolidated  financial  state¬ 
ments  of  Allied  Stores  Corporation  include  the  accounts  of 
all  the  Corporation’s  subsidiaries,  which  are  the  merchan¬ 
dising  subsidiaries,  Allied  Stores  Credit  Corporation  and 
Alstores  Realty  Corporation.  Condensed  financial  state¬ 
ments  of  the  credit  and  real  estate  subsidiaries  are  presented 
on  page  26. 

Earnings  Per  Share:  Primary  earnings  per  share  of  Common 
Stock  v  /ere  determined  bv  dividing  net  earnings,  after 
deducting  dividends  on  preferred  stock,  by  the  average  num¬ 
ber  of  shares  outstanding  during  each  yean  Fully  diluted 
earnings  per  share  assumes  the  conversion  of  debentures 
and  the  exercise  of  stock  options. 

Inventories:  Merchandise  inventories  are  stated  at  the  lower 
of  cost  or  market  determined  by  the  retail  inventory  method 
using,  as  to  approximately  82%  of  the  inventories,  the  lifo 
(last-in,  first-out)  method.  Inventories  are  stated  at  $66.7 
million  in  1983  and  $64.7  million  in  1982  less  than  if  the 
first-in,  first-out  method  had  been  used. 

Propertg  and  Equipment:  Properties  are  recorded  at  cost  and 
depreciation  is  computed  on  a  straight-line  basis  over  the 
estimated  useful  lives  of  the  assets,  or,  in  the  case  of  lease¬ 
hold  interests  and  improvements,  over  the  lives  of  the 
respective  leases,  if  shorten  The  estimated  useful  lives  for 
depreciation  of  the  principal  properties  are:  store  buildings 
and  warehouses,  40  to  50  years;  elevators,  escalators  and 
building  equipment,  15  to  20  years;  store  and  office  fixtures 
and  equipment,  3  to  15  years;  floor  coverings  and  automo¬ 
tive  equipment,  3  to  5  years.  Capitalized  leases  are  amor¬ 
tized  over  the  respective  lease  terms. 

Excess  of  Cost  Over  Net  Assets  Acquired:  The  excess  of  cost 
over  net  assets  acquired  is  included  in  “Other  Assets.”  Amor¬ 
tization  is  computed  on  a  straight-line  basis  over  40  years. 
Store  Opening  Expenses:  The  expenses  related  to  new  store 
openings  are  charged  to  operations  in  the  fiscal  year  incurred. 
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Allied  stores  Corporation  and  Subsidiaries 


Federal  Income  taxes:  The  provision  for  federal  income 
taxes  includes  amounts  which  will  not  he  paid  until  future 
years.  This  deferral  results  primarily  from  the  use,  for  tax- 
purposes,  of  accelerated  depreciation  and  of  the  instalment 
method  of  accounting  for  deferred  payment  sales.  1  he 
deferral  resulting  from  the  latter  is  included  with  current 
liabilities  and  has  been  reduced  by  the  tax  effect  of  other 
timing  differences.  !  he  investment  tax  credit,  accounted  for 
by  the  flow-through  method,  is  reflected  as  a  reduction  in 
the  current  federal  income  tax  provision. 

IN  ITRFST  LXI’liNSL,  NFL 

1  he  components  of  interest  expense  are  as  follows: 


1983 

1982 

1981 

Interest  oil  debt 

$77,65 1 

$82,28 1 

$59,526 

Interest  on  capitalized  leases 
I  n  teres t  cap i  ta  1  i zed 

10,593 

I  1,216 

8, 1 56 

on  construction 

(2,270) 

(3,175) 

(3,000) 

Interest  income 

- 

- 

(6,338) 

$85,974 

$90,3.2.2 

$58,344 

INCOME  PAXES 

I  he  provision  for  income  taxes  consists 

1983 

of: 

198.2 

19S1 

Currently  payable 

$  63,907 

$31,07.2 

$  1 9,497 

Deferred 

35,1  18 

30,328 

42,603 

99,0.25 

6 1 ,400 

62,100 

iDtateand  local  income  taxe 

s  14,550 

7,550 

7, 150 

$113,575 

$68,950 

$69,250 

The  major  components 

of  the  deferred  te 

ix  provision  are: 

1983 

198.2 

1981 

Excess  of  tax  over 

IjooIc  depreciation 
Instalment  method  of 

$14,5.28 

$  1 .2,465 

$10,877 

accounting  for  sales 

20,579 

14,451 

18,974 

Inventory  accounting  method  - 

- 

6,269 

Vacation  pay  accounting  me 

thud 

- 

4,422 

Other 

1  1 

3,4 1 .2 

.2,061 

$35,1  18 

$30,328 

$4.2,603 

Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


I  lie  effective  income  tax  rates  were  46.9%  in  1983,  43.2% 
in  1982  and  43.9%  in  1981,  consisting  of  federal  taxes  of 
4 3.5l!b,  40.4%  and  41.3%  and  state  and  local  taxes,  net  of 
federal  income  tax  benefit,  of  3.4%  in  1983,  2.8%  in  1982 
and  2.6%  in  19812  I  lie  increase  in  1983  was  due  primarily  to 
a  reduction  in  the  investment  tax  credit  as  a  percent  of 
earnings  before  income  taxes,  bigber  state  and  local  income 
taxes,  and  tbe  inclusion  in  1982  earnings  of  a  $3.6  million 
non-taxable  gain  from  tbe  exchange  of  stock  for  debt.  I  be 
investment  tax  credit  was  $5.5  million  in  1983,  compared 
with  $6.0  million  in  1982  and  $7.0  million  in  1981  and  was 
at  tbe  rate  of  8%  in  1983  as  compared  with  10%  in  the 


A 0701  'NTS  RFCHIVAHI.F  -  %  '3  I'O.MFRS 


January 
28, 1984 

January 

29, 1983 

Revolving  credit  accounts 

$835,921 

$717,152 

Instalment  accounts 

79,854 

64, 36  3 

Other  accounts 

i  1,993 

6,730 

927768 

788,245 

Less  allowance  for  doubtful  accounts 

1 6,094 

1  3,7.20 

S91  1,674 

$774,5.25 

Revenue  from  finance  service  charges  relating  to  customer 
receivables,  which  is  deducted  from  selling,  general  and 
administrative  expenses,  amounted  to  $109. 1  million  in 
1983,  compared  with  $93.8  million  in  1982  and  $70.9 
million  in  1981. 


PI\CTI;RTY  AND  l;gN  'II’MFNT 


28, 1984 

29, 1983 

Land 

Buildings,  leas 
Store  fixtures  c 
Improvements 

eholds  and  equipment 
md  equipment 

$  82, 90S 

642,094 
48.2,222 
21,533 

$  82,498 

606,790 
435,922 
32,300 

Less  accumulated  depreciation 

1,228,757 
365,97 1 

1,157,510 

323,630 

Capitalized  lea 

ses,  net  of  amortization 

S62,7S6 

84,098 

833,880 

90,163 

$  946,884 

$  924,043 

l.I.NIiS  OF  Ok’liDIT  AND  COMl’FNSA  I'INV,  BAl.ANVIiS 

As  of  January  28,  1984,  Allied  Stores  Corporation  and/or 
Allied  Stores  Credit  Corporation  had  lines  of  credit  total¬ 
ing  $408  million  extended  by  88  banks.  In  support  of  these 
lines  and  also  serving  as  compensation  for  account  handling 
functions  and  other  services,  the  Corporation  and  all  of  its 
subsidiaries  maintain  operating  cash  balances.  There  are  no 
restrictions  on  the  withdrawal  of  these  funds.  At  J  anuary 
28,  1984,  there  were  no  short  -term  borrowings  outstanding 
with  banks. 


I.OWi-TliRM  DFID' 


Senior 

28, 1984 

29, 1983 

Allied  Stores  Corporation: 

6%  original  issue  discount 

notes,  due  May  15,  1992 

$106,105 

$101,936 

10%%  notes,  due  June  15,  1990 

82,000 

82,000 

40%-4  0%  notes,  due 

February  1,  1984 

- 

1 2,500 

Other 

1,399 

1,427 

Allied  Stores  Credit  Corporation: 

Commercial  paper 

100,000 

100,000 

9.20%  note,  due  February  15,  1985 

10,000 

10,000 

Alstores  Realty  Corporation  and 

subsidiaries  notes  and  bonds 

206,131 

213,548 

Merchandising  subsidiary  notes  and  bom 

Is  22,350 

36,120 

Capitalized  lease  obligations 

100,872 

105,409 

4%  cumulative  preferred  stock 

2,264 

2,384 

$  631,121 

$665,324 

The  Corporations  6%  original  issue  discount  notes,  with  a 
face  amount  of  $175  million,  due  May  15, 1992  were  priced 
at  56.741%  of  par  to  yield  14.25%  to  maturity. 

On  July  21, 1982,  the  Corporation  realized  a  non-taxable 
gain  of  $3.6  million  through  an  exchange  of  550,676 
shares  of  C  ommon  Stock  for  $18  million  of  the  Corpora¬ 
tion’s  107;%  Notes  due  1990. 

The  Corporation  entered  into  $100  million  of  revolving 
credit  agreements  which  terminate  in  October  1985.  The 
Corporation  intends  to  refinance  $100  million  of  commer¬ 
cial  paper  on  a  long-term  basis  through  the  use  of  these 
agreements  or  other  long-term  borrowings  when  it  believes 
interest  rates  are  at  favorable  levels.  Accordingly,  such 
short-term  notes  payable  have  been  classified  as 
long-term  debt. 
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Notes  and  bonds  of  a  merchandising  subsidiary  and 
Alstores  Realty  Corporation  and  subsidiaries  (in  millions) 
mature  in  tbe  next  five  years  as  follows:  1984 -$16.2; 

1985 -$25.5;  1986— $12.5;  1987-$13.4;  1988-$13.5,  and 

tbe  balance  thereafter  The  Alstores  indebtedness  (in  mil¬ 
lions)  bears  interest  at  the  following  rates:  4%-77/s%,  $62.3; 

$41.7;  9%-9%%,  $86.4;  10%-10U%,  $16.2; 
127/,8%-14IA%,  $15.0.  Substantially  all  of  the  Alstores 
indebtedness  is  collateralized  by  mortgage  liens  on  property 
and  equipment. 

The  merchandising  subsidiary  indebtedness  bears  inter¬ 
est  at  rates  ranging  from  5.75%  to  11.90%.  This  acquired 
debt,  discounted  by  $4.3  million  as  of  January  28, 1984, 
results  in  an  effective  average  interest  rate  of  13.7%. 
Approximately  45%  of  this  indebtedness  is  unsecured,  with 
the  remainder  secured  by  mortgage  liens  on  property 
and  equipment. 

The  provisions  of  the  long-term  debt  agreements  impose, 
among  other  things,  limitations  with  respect  to  the  payment 
of  dividends  on  Common  Stock  Under  the  most  restrictive 
provision,  which  relates  to  net  earnings,  approximately 
$258  million  of  retained  earnings  at  January  28, 1984  was 
available  for  the  payment  of  dividends. 

The  Corporation  had  22,635  shares  of  $100  par  value 
4%  Cumulative  Preferred  Stock  outstanding  as  of  January 
28, 1984.  On  March  27, 1984,  the  Board  of  Directors  of 
the  Corporation  approved  the  redemption  as  of  April  30, 
1984,  at  par  value  plus  accrued  interest,  of  the  17,256 
shares  then  outstanding  and  the  retirement  of  the  redeemed 
shares  and  the  5,379  shares  then  held  in  treasury. 


Convertibli 

j  Subordinated 

28T984 

January 

29,1983 

Allied  Stor 

cs  Corporation: 

9!/2%COI 

nvertible  debentures. 

due  November  I,  2007 

$124,250 

$125,000 

4%%co. 

ivertible  debentures, 

due  September  15, 1992 

757 

1,013 

$125,007 

$126,013 

The  91  :% 

convertible  subordinated  debentures  du 

November 

•  1,  2007  are  convertible  i 

nto  shares  of  C 

ommon 

Stock  at  $40.00  per  share;  the  4  Vl0/ 

b  convertible  st 

ibordinated 

debentures  due  September  15, 1992  are  convertible  at  $22.25 
per  share.  Debentures  converted  may  be  applied  against 
sinking  fund  requirements.  At  January  28, 1984,  3,140,272 
shares  of  Common  Stock  were  reserved  for  such  conversion. 
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Changes  in  Common  Stock  a 

nd  Additional  Paid-] 

In  Capital 

were  as  follows: 

Additional 

Common 

Paid-In 

Stock 

Capital 

Balance,  January  31, 1981 

$20,142 

$170,588 

Issued  under  stock  option  and 
restricted  stock  incentive  plans 

61 

1,348 

Conversion  of  debentures 

72 

1,352 

Repurchase  of  preferred  stock 

_ 

80 

Repurchase  of  common  stock 

(45) 

(890) 

Balance,  January  30,  1982 

20,230 

1 72,478 

Issued  under  stock  option  and 
restricted  stock  incentive  plans 

32 

596 

Conversion  of  debentures 

8 

188 

Repurchase  of  preferred  stock 
Premium  on  sale  of 

- 

43 

convertible  debentures 

_ 

813 

Exchange  of  stock  for  debt 

551 

14,034 

Balance,  January  29,  1983 

20,82 1 

188,152 

Issued  under  stock  option  and 
restricted  stock  incentive  plans 

1  12 

5,503 

Conversion  of  debentures 

30 

975 

Repurchase  of  preferred  stock 

- 

48 

Balance,  January  28,  1984 

$20,963 

$194,678 

Of  the  377,236  shares  of  Common  Stock  reserved  at 
January  28, 1984  for  issuance  to  officers  and  employees 
under  a  stock  option  plan,  24,1 17  were  under  options  for 
purchase  at  $19-88  per  share,  all  of  which  were  exercisable. 
During  1983,  options  were  exercised  for  the  purchase  of 
4,025  shares  at  $19.88  per  share  and  no  options  were  can¬ 
celled.  On  February  7, 1984,  254,650  options  were  granted 
at  $45.75  per  share,  none  of  which  are  currently  exercisable. 
The  remaining  98,469  shares  ceased  to  be  available  due  to 
the  expiration  of  the  plan  on  March  25, 1984.  Options  were 
priced  at  100%  of  the  fair  market  value  at  the  date  of  grant 
and  expire  ten  years  from  said  date. 

The  Corporations  restricted  stock  incentive  plan  pro¬ 
vides  for  the  award  of  a  maximum  of  250,000  shares  of 
Common  Stock  to  selected  key  employees.  Shares  so 
awarded  may  not  be  released  to  the  recipients  until  the 
expiration  of  from  one  to  five  years  of  continuous  employ¬ 
ment  (the  restricted  period).  The  total  market  value  on  the 
award  date  is  charged  to  earnings  over  the  applicable 
restricted  periods.  During  1983,  109,450  shares  were 
awarded,  1,850  shares  previously  awarded  were  released  and 
1,800  shares  were  forfeited.  As  of  January  28, 1984, 

140,950  awarded  shares  remain  under  restrictions  and 
17,850  shares  ceased  to  be  available  for  future  award  due  to 
the  expiration  of  the  plan  on  March  25, 1984. 
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The  Corporation  and  its  subsidiaries  have  a  retirement  pro¬ 
gram  covering  substantially  all  full-time  employees.  Total 
pension  expense  in  millions  was  $14.6  in  1983  and  $17.1 
and  $13.5  in  198.2  and  1981,  respectively,  fbe  Corporation 
mabes  an  annual  con  tribution  to  tb  e  program  equal  to  tbe 
amount  accrued  for  pension  expense,  wbicb  includes  amor¬ 
tization  of  past  service  cost  over  30  years.  A  comparison  of 
accumulated  plan  benefits,  as  determined  by  consulting 
actuaries,  and  plan  net  assets  as  of  tbe  beginning  of  each 
year  is  presented  below: 


1983 

1982 

Actuarial  present  value  of 
accumulated  plan  benefits: 
Vested 

$151,305 

$1 16,639 

Non-vested 

9,936 

1 1,21 1 

Total 

$161,241 

$127,850 

Net  assets  available  for  benefits 

$204,064 

$171,651 

Tbe  weighted  average  assumed  rates  of  return  used  in  deter¬ 
mining  tbe  actuarial  present  value  of  accumulated  plan 
benefits  were  9,/+%  and  1014 °/o,  respectively. 

The  Corporation  also  has  a  profit-sharing  investment 
program  covering  all  eligible  employees  who  elect  to  con¬ 
tribute  thereto.  The  Corporations  contribution  is  based  on 
tbe  percentage  of  net  earnings  to  net  sales.  Such  contribu¬ 
tion  in  millions  was  $1 2.6  in  1983  and  $6.4  and  $5.8  in 
1982  and  1981,  respectively. 

KI:m.\I-8  AND  l.l:.\5l:  UOMMI  I'.MIiNTc 

Noncancelable  leases  entered  into  by  tbe  Corporation  and 
its  subsidiaries  are  primarily  for  various  retail  stores,  fix¬ 
tures  and  equipment  and  warehousing  and  office  facilities. 
Tbe  leases  usually  contain  renewal  options  and  provide  for 
payment  by  tbe  lessee  of  real  estate  taxes  and  other  expenses 
and,  in  certain  instances,  increased  rentals  based  on  percent¬ 
age  of  sales. 

Property  and  equipment  under  capital  leases  consists  of 
tbe  following: 


28U984 

January 
29, 1983 

Bull 

dings,  improvements  and  equipment 
e  fixtures  and  equipment 

$119,183 

37,306 

$121,531 

35,703 

Less 

accumulated  amortization 

156,489 

72,391 

157,234 

67,071 

$  84,098 

$  90,163 

Future  minimum  lease  payments  under  noncancelable 
leases  as  of  January  28, 1984  are  as  follows: 

Operating  Capital 


1984 

$  43,158 

$  18,059 

1985 

40,662 

17,649 

1986 

37,519 

15,873 

1987 

35,428 

15,299 

1988 

33,613 

14,815 

Thereafter 

367,798 

167,214 

Iotal  minimum  lease  payments 

$558,1 78 

248,909 

Less:  Executory  costs 

25,476 

Interest 

1 16,644 

Capitalized  lease  obligations,  inc 

duding 

current  maturities  of  $5,917 

$106,789 

Rent  expense  consists  of  tbe  following: 

1983 

1982 

1981 

Minimum  rentals 

$55,913 

$52,113 

$35,024 

Percentage  rentals  (includes 

$3,978  in  1983,  $3,259  in 

1982  and  $3,290  in  1981 

applicable  to  capital  leases) 

14,403 

11,790 

8,654 

$70,316 

$63,903 

$43,678 

INTLAtlON  Acvorxnw.  (Unaudited) 

Tbe  Financial  Accounting  Standards  Board  Statement 
No.  33  requires  that  supplementary  information  be 
furnished  for  tbe  purpose  of  evaluating  tbe  impact  of 
changing  prices  on  a  business  enterprise.  Two  different 
methods  are  required:  tbe  “Constant  Dollar"  method,  wbicb 
gives  effect  to  general  inflation,  and  tbe  “Current  Cost” 
method,  wbicb  reflects  changes  in  specific  prices.  These 
methods,  wbicb  are  still  experimental,  do  not  precisely  meas¬ 
ure  tbe  effects  of  inflation  but  rather  should  be  viewed  as 
estimates  or  approximations.  Accordingly,  they  are  not 
necessarily  reliable  indicators  of  tbe  effects  of  inflation  on 
tbe  Corporations  operating  results  or  its  financial  position. 

Tbe  “Constant  Dollar”  method  restates  tbe  historical 
dollars  included  in  conventional  accounting  statements 
into  dollars  with  a  purchasing  power  equivalent  to  tbe 
average  purchasing  power  of  tbe  dollar  for  tbe  year  ended 
January  28, 1984,  as  measured  by  tbe  Consumer  Price  Index 
for  All  Urban  Consumers  (CPI-U). 

Tbe  “Current  Cost”  method  measures  tbe  number  of  dol¬ 
lars  currently  required  to  purchase  assets  having  tbe  same 
service  potentia  las  those  owned  by  tbe  Corporation.  Under 
this  method,  cost  of  goods  sold  measured  on  a  lifo  basis 
provides  a  reasonable  approximation  of  tbe  current  cost  of 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


merchandise  sold.  Property  and  equipment  is  valued  using 
actual  construction  costs  recently  incurred  and  indices  as 
applicable.  Land  is  valued  by  using  representative  real 
estate  tax  assessments  and  recent  sales  and  purchases  of 
similar  property. 

Certain  data  for  1983,  ad  justed  in  accordance  with  FASB 
Statement  No.  33,  is  as  follows: 


Reported  in 
Financial 
Statements 

Constant 

Dollar 

Adjusted 

Current 

Cost 

Adjusted 

Net  sales  and  real  estate 

$3,705,072 

$3,705,072 

$3,705,072 

Depreciation 

74,848 

113,046 

99,454 

Other  costs  and  expenses 

3,302,204 

3,320,126 

3,302,289 

Interest  expense,  net 

85,974 

85,974 

85,974 

Income  taxes 

113,575 

113,575 

1 1 3,575 

3,576,601 

3,632,721 

3,601,292 

Net  earnings 

$  128,471 

$  72,351 

$  103,780 

Gain  from  decline  in  pur¬ 

chasing  power  of  net 
amounts  owed 

$  20,000 

Effect  of  increase  in  general 
price  level  on  inventories 

and  property  and  equipment  $  64,582 

Increase  in  specific  prices  of 
inventories  and  property 

and  equipment  held  during  the  year*  1 1  1,880 

Excess  of  increase  in  specific 
prices  over  increase  in 

general  price  level  $  47,298 

•At  January  28, 1984,  current  cost  of  inventories  was  $6 14,5  1 2  and  current 

$1,400,490. 

The  gain  from  decline  in  purchasing  power  of  net  amounts 
owed  represents  the  decline  in  purchasing  power  of  dollars 
required  to  liquidate  the  excess  of  monetary  liabilities 
over  monetary  assets  (amounts  payable  or  receivable  in 
fixed  numbers  of  dollars). 

In  determining  inflation-adjusted  net  earnings,  only  cost 
of  goods  sold  and  depreciation  are  required  to  he  restated. 
Statement  No.  33  further  provides  that  income  tax  expense 
should  not  he  restated  since  income  taxes  are  determined 
and  payable  on  the  basis  of  historical  earnings.  As  a  result, 
the  47%  effective  income  tax  rate  on  the  historical  cost 
basis  rises  to  61%  on  the  constant  dollar  basis  and  is  52% 
on  the  current  cost  basis. 

While  management  believes  that  a  method  should  he 
developed  to  account  for  the  erosion  of  the  purchasing 
power  of  the  dollar;  it  does  not  believe  that  the  impact  of 

24 


inflation  on  operations  has  been  as  severe  as  that  indicated 
using  the  “Constant  Dollar”  method.  The  CPI-U  increases 
have  historically  been  higher  than  the  Department  Stores 
Inventory  Price  Index  (BLS)  published  by  the  U.S.  Depart¬ 
ment  of  Labor  Use  of  the  CPI-U  to  restate  property  and 
equipment  is  simply  a  restatement  of  historical  dollars  into 
dollars  of  equal  purchasing  power  and  gives  no  considera¬ 
tion  to  appraised  values,  replacement  cost,  or  any  other 
measure  of  actual  value. 

Although  management  believes  that  the  “Current  Cost” 
method  is  a  better  approximation  of  the  impact  of  inflation 
on  this  Corporation,  this  information  should  only  he  used 
with  careful  consideration  of  the  underlying  concepts. 
Development  of  this  data  involves  the  use  of  many  subjec¬ 
tive  assumptions  and  estimates.  In  addition,  these  values 
are  not  necessarily  indicative  of  what  the  assets  could  he 
sold  for  or  the  cost  of  future  replacement. 

Five-year  selected  financial  data,  expressed  in  average 
1983  dollars  in  accordance  with  FASB  Statement  No.  33, 
plus  restatement  of  sales  using  the  BLS  index,  follows: 

Dollars  in  millions  except 

per  share  amounts  1983  1982  1981  1980  1979 


Average  CPI-U 
(1967=100.0) 
Increase  in  indices: 

CPI-U 

BLS 

Net  sales: 

CPI-U 

BLS 


299.3  290.0  274.2  249.1  219.8 

3.2%  5.8%  10.1%  13.3%  11.6% 

2.7%  2.8%  4.7%  6.3%  5.8% 


83,676  $3,319  $2,983  $2,725  $3,009 
3,676  3,304  2,887  2,508  2,597 


Constant  dollar  information: 

Adjusted  net  earnings  72.4  43.2 

Per  common  share  3.46  2.10 

Stockholders’  equity 

at  year  end  ’  1,642  1,444 


29.9  29.4 

1.48  1.44 


1,570  1,563 


45.9 

2.24 


Current  cost  information: 

Adjusted  net  earnings  103.8  71.0  f  L2  78.9  102.0 

Per  common  share  ~  4.97  3.45  3.52  3.86  4.99 

Stockholders’  equity 

atyearend  ’  1,471  1,333  1,304  1,326  1,476 

Excess  (deficiency)  of 
increase  in  general  price 
level  over  increase  in 

specific  prices  (47.3)  34.8  76.5  93.3  56.9 


purchasing  power 
of  net  amounts  owed 
Dividends  paid  per 

common  share  1.85 

Market  price  per  common 

share  at  year  end  45%  36%  28%  25%  30% 


20.0  23.2  30.8  23.9  30.2 

1.86  1.91  2.04  2.11 
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Allied  Stores  C  orporation  and  Subsidiaries 


The  financial  statements  of  Allied  Stores  Corporation  and 
subsidiaries  bave  been  prepared  by  management,  wbicb  bas 
primary  responsibility  for  tbeir  integrity  and  objectivity. 
These  statements  bave  been  prepared  in  conformity  with 
generally  accepted  accounting  principles,  applying  certain 
judgments  and  estimates  as  required.  The  financial  infor¬ 
mation  contained  elsewhere  in  this  report  is  consistent  with 
that  in  the  accompanying  financial  statements. 

The  Corporation  bas  developed  and  maintains  a  system 
of  internal  accounting  controls,  including  an  extensive 
internal  audit  program,  wbicb  is  designed  to  provide  reason¬ 
able  assurance  that  its  assets  are  protected  from  improper 
use  and  that  transactions  and  financial  information  are 
properly  recorded.  The  system  is  modified  in  response  to 
changing  business  conditions  and  operations  and  to  recom¬ 
mendations  made  by  a  trained  internal  audit  staff  and  by 
Touche  Ross  &  Co.,  independent  certified  public  accountants. 

The  Corporation  bas  adopted  a  Code  of  Ethical  Stand¬ 
ards  and  Business  Practices  wbicb  is  intended  to  guide  em¬ 
ployees  in  the  observance  of  high  ethical  standards  and 
applicable  legal  requirements  in  the  conduct  of  the  business. 
Compliance  with  the  code  is  reviewed  annually  and  acknowl¬ 
edged  in  writing  by  all  executive  and  managerial  employees. 

louche  Ross  &  Co.  bave  examined  the  accompanying 
consolidated  financial  statements  of  Allied  Stores  Corpora¬ 


tion  and  subsidiaries.  Tbeir  report,  wbicb  appears  on  tbis 
page,  indicates  that  tbeir  examinations  were  made  in  accord¬ 
ance  with  generally  accepted  auditing  standards.  These 
standards  included  a  review  of  tbe  Corporations  system  of 
internal  accounting  control  as  an  integral  part  of  tbeir 
examinations  of  tbe  financial  statements. 

Tbe  Board  of  Directors  bas  an  Audit  and  Finance  Com¬ 
mittee,  consisting  of  six  outside  directors.  Tbe  duties  of  tbe 
Committee  include  keeping  informed  of  tbe  financial  con¬ 
dition  of  tbe  Corporation  and  reviewing  its  financial  poli¬ 
cies  and  procedures,  its  internal  accounting  controls  and  tbe 
objectivity  of  its  financial  reporting.  Both  Toucbe  Ross  &  Co. 
and  tbe  internal  auditors  bave  free  access  to  tbe  Audit 
and  Finance  Committee  and  meet  with  it  periodically,  with 
and  without  management  present. 

C — _ 

Thomas  M.  Macioce 

President  and  Chief  Executive  Officer 

Howard  E.  Hassler 

Senior  Vice  President,  Finance 

April  20, 1984 


ACCOrNTANTA  IMPORT 

Stockholders  and  Board  of  Directors 
Allied  Stores  Corporation,  New  York,  N.Y 

Vb  bave  examined  tbe  consolidated  balance  sheets  of  Allied 
Stores  Corporation  and  subsidiaries  as  of  January  28, 1984 
and  January  29, 1983  and  tbe  related  statements  of  earnings 
and  retained  earnings  and  changes  in  financial  position  for 
each  of  tbe  three  years  in  tbe  period  ended  January  28, 1984. 
Our  examinations  were  made  in  accordance  with  generally 
accepted  auditing  standards  and,  accordingly,  included  sucb 
tests  of  tbe  accounting  records  and  sucb  other  auditing  pro¬ 
cedures  as  we  considered  necessary  in  tbe  circumstances. 

In  our  opinion,  tbe  financial  statements  referred  to  above 
present  fairly  tbe  financial  position  or  Allied  Stores  Corpo¬ 
ration  and  subsidiaries  at  January  28, 1984  and  January  29, 


1983,  and  tbe  results  of  tbeir  operations  and  tbe  changes  in 
tbeir  financial  position  for  each  of  tbe  three  years  in  tbe 
period  ended  January  28, 1984,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  consistent  basis. 

'T&cucJuL  I?r«  <*Ct' 

Certified  Public  Accountants 

Toucbe  Ross  &  Co. 

1633  Broadway 
New  York,  N.Y 

April  20, 1984 
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Dollars  in  thousands 


ALLIED  STORES  CREDIT  CORPORATION  AND  SUBSIDIARY 

January  28,  1984 

January  29,  1983 

Accounts  purchased  from  Ad  lied  Ston 

es  Corporation 

$312,519 

$269,823 

Amounts  withheld  pending  collection 

and  deferred  income 

(40,628) 

(33,171) 

Cash  and  prepaid  interest 

965 

754 

TOTAL  ASSETS 

$272,856 

$237,406 

Notes  payable 

$198,650 

$133,000 

Accrued  taxes  and  interest 

3,015 

5,224 

Subordinated  long-term  debt 

10,000 

10,000 

Equity  and  advances  of  Allied  Stores  Corporation 

61,191 

89,182 

TOTAL  LIABILITIES  AND  EQUITY 

$272,856 

$237,406 

52  Weeks  Ended 

52  Weeks  Ended 

January  28,  1984 

January  29,  1983 

Finance  charge  revenue 

$  39,078 

$  41,241 

Interest 

24,338 

25,682 

Other 

135 

131 

Income  taxes 

6,350 

6,500 

Total  expenses 

30,823 

32,313 

NET  EARNINGS 

$  8,255 

$  8,928 

ALSTORES  REALTY  CORPORATION  AND  SUBSIDIARIES 

January  28,  1984 

January  29,  1983 

Property  and  equipment 

$407,637 

$398,598 

Cash  and  other  assets 

11,189 

12,192 

TOTAL  ASSETS 

$418,826 

$410,790 

Accounts  payable  and  accrued  expenses 

$  36,565 

$  36,689 

Notes  and  bonds  payable 

221,598 

225,606 

Equity  and  advances  of  Allied  Stores  Corporation 

160,663 

148,495 

TOTAL  LIABILITIES  AND  EQUITY 

$418,826 

$410,790 

52  Weeks  Ended 

52  Weeks  Ended 

January  28,  1984 

January  29,  1983 

Rentals  ($55,584  and  $52,441  from  affiliates)  and  other  income 

$  84,783 

$  82,804 

Interest 

24,254 

25,266 

Depreciation 

20,052 

19,820 

Other 

11,336 

9,693 

Income  taxes 

13,275 

11,800 

Total  expenses 

68,917 

66,579 

NET  EARNINGS 

$  1 5,866 

$  16,225 
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ALLIED  STORES  CORPORATION 


Dlil’Ak’l  MFX I  5IOUT 

iardan  marsh 

Now  Inland 

16  stores,  3,728,000  sq.  ft. 

Elliot  J.  Stone,  Division  CFO 


IIKAIIS 

Connecticut 

6  stores,  865,000  sq.  ft. 


stekim's 

New  Jersey  anti  Loot!  Island,  N.Y 
16  stores,  2,8  32,000  sq.  ft. 
Lawrence  Stone,  Division  CFO 


POMEROY'S 

Eastern  Pennsylvania 
8  stores,  1,171 ,000  sq.  ft. 
Ronald  D.  Nichols, 
Division  CEO 


POMEROYS 

Eastern  Pennsylvania 
6  stores,  1,010,000  sq.  ft. 
Joseph  R.  Colarusso, 
Division  CEO 


DEYS 

Syracuse,  N.Y. 

4  stores,  621 ,000  sq.  ft. 

Edward  J.Munley,  Division  CEO 


/Haas  Brothers 

Florida  West  Coast 
1 9  stores,  2,586,000 sq.  ft. 

Frank  W  Harvey  Division  CEO 


Iordan 

Jmarsn 

Florida  Fast  Coast 
1 5  stores,  2,7  2.2, 000  sq.  ft. 
William  I).  Frederick, 
Division  CFO 


Virginia  and  North  Carolina 
22  stores,  1,810,000  sq.  ft. 
Robert  Rieland,  Division  CFO 


(illllcfd 

Fasten)  lennessee 
I  2  stores,  1,286,000  sq.  ft. 

Division  CFO 


CFMnsionn 

Nashville,  Tennessee 
4  stores,  760,000  sq.  ft. 

Jack  N.  Curtis,  Division  CEO 


Levy's 

Savannah,  Oeorgia 
2  stores,  188,000  sq.  ft. 
William  IF  Robinson, 
Division  CFO 


TROUTMANS 

Western  Pennsylvania 
7  stores,  5  20,000  sip  ft. 
Donald  F.  Triplett, 
Division  CFO 


Donaldsons 

Minnesota 

0  stores,  1,156,000  sq.  ft. 
Leonard  M.  Snvder, 
Division  CFO 


Indianapolis,  Indiana 
Ostores,  1, 366,000  sq.  ft. 

F.  Glenn  Irelan  Division  CFO 


HERPS 

Western  Michigan 
6  stores,  766,000  sq.  ft. 

Albert  J.  Flogge,  Division  CFO 


HEER’8 

Springfield,  Missouri 
2  stores,  189,000  sq.  ft. 

Robert  WStelzer,  Division  CFO 


WREN’S 

Springfield,  Ohio 

2  stores,  1 86,000  sq.  ft. 

Glenn  R.  Cramer,  Division  CFO 


JOSKE'S 

I  Imiston,  "lexas 

II  stores,  1,789,000  sq.  ft. 
Charles  A.  Fanphere, 
Division  CFO 


JOSKE'S 

San  Antonio,  Texas 

/'stores,  1JS9,000  sq.  ft. 

Robert  F.  Mettle r,  Division  CFO 


SI’FCIAFI  V  .'TOUT 

National 

38  in  ITS.  and  7  in  Japan, 
786,000  sq.  ft. 

Frank  F  Reilly,  Division  CFO 


National 

1 4  stores,  964,000  sq.ft. 

William  S.  Ruben,  Division  CEO 


Garfinckefe 

Washington,  D.C. 

10  stores,  920,000  sq.  ft. 
Robert  G.  Vmdemark, 
Division  CFO 


National 

I  37  Catherines  and  31  Plus-Size 
stores,  503,000  sq.  ft. 

Ralph  Levy,  Jr.,  Division  CEO 


JOSKE’S 

Dallas,  Texas 

10  stores,  1,848,000  sq.  ft. 

Charles  IF  James,  Division  CFO 


fTluusrs 

Fake  Charles,  Fouisii 
I  store,  79,000  sq.  ft. 
RolandS.  Sherwood, 
Division  CFO 


AimTiiyloi: 

National 

50  stores,  184,000  sq.  ft. 

Sally  J.  Frame,  Division  CEO 


PlyiMoirrti! 

New  Verb  City  and  Wishington,  D.C. 
46  stores,  .248,000  sq.  ft. 

Melvvn  R.  Kuritzky,  Division  CEO 


THEBON 

Pacific  Northwest 
36  stores,  4,196,000  sq.  ft. 
Wilbur  J.  Fix,  Division  CEO 


HAR2FELD5 
Kansas  City  Missouri 
and  Oklahoma 
7  stores,  300,000  sq.  ft. 

Donald  D.  Falk,  Division  CEO 
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DIRECTORS  AND  OFFICERS 


Allied  Stores  Corporation  and  Subsidiaries 


Frank  A.  Bennack,  Jn  u'1 2 * 4 

President  and  Chief  Hxecu  live  Off  leer 
of  I  lie  !  learst  Corporation 

Lillian  BerkmatG5 

President  and  Chief  hxtetilive  Officer 

Milton  R  Brown  u'4 
John  T.  Cullen 

hxecutive  Vice  President  of  the  Corporation 

Donald  F  Dunn 

Senior  Vice  President  of  the  Corporation 

Leonard  H.  Goldenson  1,5 

Chairman  of  the  Board  and  Clucf  Executive  Officer 
of  American  Broadcasting  Companies,  Inc. 

Howard  L.  Hassler 

Senior  Vice  President  of  the  Corporation 

George  C.  Kern,  Jr.  u’4 
Thomas  M.  Maeioce5  ’ 

President  and  Chief  hxecu  live  Officer  of  the  Corporation 

William  A.  Marcjuard  ’ 

Chairman  of  the  Board  and  Chief  l:\ecutive  Officer 
of  American  Standard,  Inc. 

Frank  T.  Reilly  ^ 

George  A.  Roeder,  Jr.  " 

ICGrcd  Vice  Chairman  of  the  Board 
of  TheChare  Manhattan  BanLX.A. 

I  heodore  C.  Rogers  ’ 

Cli.nrm.in  of  tile  Board  and  Chief  Executive  Officer 
of  XL  I  ndu?lries,  Inc. 

Franklin  A.  I  homasu,u 

President  of  the  Lord  Foundation 

James  A.  Walsh 

1  Member  of  Lxeeutive  Committee-  I  lioiiia?  M.  Macioee,  Chairman 

2  Member  of  Audit  and  Finance  Committee- Milton  R  Brown,  Chairman 

1  Member  of  Compensation  Committee-  Lillian  BerLmi.in,  Chairwoman 

+  Member  of  Xominatintt  L  ommittee- Lranhhn  A.  I  Lima?,  Chairman 


President  and 
Chief  Executive  Officer 
I  homas  M.  Macioce 

Executive  Vice  President 
John  T.  Cullen 

Senior  Vice  Presidents 
Donald  F  Dunn 

hxecu  live  Group  Manager 

Patrich  R.  Ldwards 

Administration  and  Operations 

Frank  W  Harvey 

hxecu  live  Group  Manager  and 

Howard  F.  Hassler 
James  A.  Walsh 

I : xecti l i  ve  G roup  Ma na£er 

Vice  Presidents 
Joseph  J.  Calandro,  Jr. 

Frank  R.D’Flia 

Secretary  and  Corporate  Attorney 

Benjamin  Frank 

Lc.V, I  and  Governmental  Affair? 

Orren  F  Knauer 

Investor  Relation? 

Joseph  M.  Lesser 

Lxeeutive  Group  Manager 

B.  Robert  Meyer 

hxecutive  Group  Manager 


John  R  Murphy 

Lin.mci.il  and  Security  Audit 

Frank  T.  Reilly  - 

Pre-idenl  of  Brook?  Brother? 

Alfred  J.  Sell  wary. 

Personnel  and  hxecutive  Development 

Ruhen  L.  Slape 

Credit 

William  J.  Stapleton 
hDP  and  Management 

Elliot  J.  Stone 

Rreridcnt  of  Jordan  Mar?h,  Bo?lon 

Lawrence  Stone 

l’re?idenl  of  Mem? 

Frank  F.  Wilson 

CoiK'lruction  and  More  Blanniiitt 

Frank  J.  Zamhoni 

Real  INlalc 
Treasurer 

Frank  S.Fuino, Jr. 

Controller 
Robert  J.  Strechay 

Assistant  Vice  Presidents 
JoAnn  Ahma 
Robert  Tanner 
Frederick  T.  Van  Liew 

Assistant  Treasurer 
Lawrence  Saunders 


flXLCI  'TIVL  CM-TICES 

Allied  Stores  Corporation 
1 1 14  Avenue  of  the  Americas 
New  York,  N.Y.  10036 
Telephone  (212)  764-2000 
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GENERAL  STOCKHOLDER  INFORMATION 


ANNUAL  MEETING  '  INDEPENDENT  ACCOUNTANTS 


DIVIDEND  REINVESTMENT  PLAN 


GENERAL  COUNSEL 


FISCAL  AGENTS 


DIVIDEND  PAYMENT  DATES 
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